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BOTES ON BRIEFING 21 and 20 MARCH
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i1y Introducticr. (Opening to depend on wey I am introduced.)
Acknowledgemenis to K. F,K,

2. Production of econonmic intellipence of the Sovied (Orbit is, I

\ vonture to say, the mosd vital swporting tesk underbtaken Uy the Central

Intelligence Agoncy on beohaelf of those charged with making long range
astinates and policy decisions to check the march of Coumunist power,

This responeibility for economic intelligence imposed bty BSCID 15
ont CIA is in turn charged Yo ORR by basic CIA orders and regulations,
It complenents the coordinating function simul tanscusly as signed to OBR
of bringing to besr on iesuéa involving nstional security the full economic
knovledge and talent availeble in the Covernment., Up to now we have cone
2in0d our efforts to the Soviet and ite Satellites because of thelr ob-
viously paramount importance end our pitifully limited knowledge of them.

Conslder brlefly the terrible disadvantage that we labor umder in
this particular aree., American and Jestern intentions and military
capabilities are at least to some extent hidden from the enemy by security
measures, Dut our entire basic econouy, save Lora few items such &3
atomic energy, is not only exposed to the soviet bup analyved, collated
and digested for them Yy hundreds of thousands of Covermsent and private
agencles and individusls,

Just a8 random samples, lock at this {ypical annual handbook on

gient Ho.fQ Just-one ol -our-indusfrics, electric power, showing in the greatest
Ho Cliagjn Class.
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every single slectricel utility company in the land, or at these detailed
annusl raports of celanese and the Sesboard Railrcad with their wealth
of detall, past, present and future. To compile their equivalent on the
Soviet in the face of their secresy anfl security is a stagpeving task,
but 1t would be only 2 portion of our problem becsues such a handbook s
iﬁi‘mﬁim rathor thanﬂintenigama. |

3. ¥What i# econusic intellipence? Our pecple have definsd it as
that intelligence which covers the basic productive resources .cf an ares
or politicel unit, the goals and cbjectlves which those in control of these
resources wish them Yo serve, end the ways in which and the effectivensss
with which these resources are in fact allocated in the service of these
gosls, The importance of gosls must be borne in mind, for obvicusly steel
that goes into bassball parks and toys hardly contributes to militery

- potential, Secondly, effectiveness of allocation is a factor which cane

not be overlooked becauss of the ineviteble wzgalﬁﬁty of any modern
econonty in which, for exampls, a steel mill's production may be sharply
curtelled because of inadoquate maintenante of the railreads over which
flow its mejor supplies, \v

The border lines of economic intelligence are admittedly very obsoure
and incapable of procise definition., In very rough terms, economic intelli~-
genoe takes over from sclentific when newly developed techniques, methods
ad products begin to be employsd broadly in production. As to military
intelligence, the overlep iF necessarily broad with many items and problems
equally concarnin: both services, The output of final military ecquipment

] 1) ".
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sl physical tergets on vhich our armed forces will launch attacks are

clearly s prime concern of military intelligence, On the other hand,

economic analysis i# required to understand the complex structure of

sconomic support om which militery pmdwtim depends andd 21co to pursue
the soononlc chain resctions whieh might result in the destruction of
particular facilities, Agsin, it is essential that poliﬁieal and economic
intelligence survey the seame lelds and institutions, These latter ob-
viously can have profound economic significance and conversely can be
redically affected by economic influences on the attitudes and loyalties
of certain segments of the populace,

The importance of evaluating information is no less Important in
seoncmic intellipence than elsewhere in the community. For example, what
seomed to be a very rclisble report gave Albaniats production of coppor
at the annuel rate of 6,000 tons, This would place Albanis thind amongst
the producers of Weastern REurcpe and a significent factor in the East-West
strugrle for resources, FPersistent inquiry Ly an ORE anslyst disclosed,
however, that tﬁe reported figure referred to tons of copper oxe vhich
assaysd variously st 1 %o 7 percent pure, Thus, the metallic production
eatimate becamo 2 mere 300 tons--relatively insignificant in the entire
pioture. ) |

Agein, oven if a glven item may have a high source and accuracy of
evaluation, its relevonce to the primary questionz of the consumer may be
quite obscure. Thus a diplomatic report that Juts bags are being dis-
tributed to cooperative fams in the mmtn of Jamuary would have little
sigaificance to the ordinary reader, bLut the trained agronomist concluded
that something extraordinery was afoot becsuse January wes n unusual month

A d For Rel 2000/08/29 i, 79-01048A000100010014-2
pproved For Release ?} tﬂﬁfr



Approved For Release 2000/08/29 : CIAmr048A000100010014-2
. -~

. ~~— B
SECURITY MFORMATION

in which to collect grain and moreover, jute bags were rarely used at any
season, the principal reliance boing on carts, His analysie was brought
out by a drematic offor of grain by Fussis to France in an effort to
boost tho prestige of the local Commmist party. Recently we have noted
an inorease in food cannery in the USSE. Though ostensibly a matter
affecting the ¢ivilien evcmn;r, distribution inforwmation we have indicates
that Hussian cenned goods go primgrﬂy to the military., Thus a seemingly
hamless item properly svaluated cpens up fairly seriocus indications as
to capabilities (attack in regions where an army camnot live on country
side) and intentions,

In the broadest sensa, avaiuaﬁian is of tremondous lmportance when
we come to the gvowall capacity of the Soviet wanamym‘bhat ie the
limitations on one or mors segmente that would be unavoidable if another
were to bgbxpanded to a point casily attainsble considering only its
om inherent limitations,

k. Reving stressed the general difficulties of piscing together
Soviet economic Information we should admit that the Soviet system haa
certain featurcs that meke our 1ife not quits so tough. |

The central plan--almost anything that happens can give some
olue asz to the whole, whareas in contrast & free aeonony; 4 dewlag:é-
ment such ap the collapse of the miniature golf mtiuatr& can indicate
virtually nothing about the rest of the economy,

Inter-dependence of any economy. and

Necessary similaritics in techniques/irmutable laws of nature,

Lack of business gycles, speculative influence on prices, etg,

g ¢ § E
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B¢ Yo to came to owr functional problems and major policles, Pivst,
we oontinually harp on the importance of basic reseirch in order to establish
& comprehensive and soundly hased # plcture of the Grﬁit. agonomy as oan
poesibly be obtained within the means =nd iime availeble, In doing tf&! |
we are consciously rejecting 76!1&9@ after the willeo!wthe-wisp of the
bottlencck or jugular vein which, ifmipped, will cause the whale to
atrophy. T!';iﬁf fruitless quest has been made for decades if not conduries,
& fascinating example being the attempt of the Confederacy to close down
the industrial cconomy of the North by destriying its whale oil fleet but
the vory vitality of 21l cconomies 1lies in their sdeptability and cansoity
for substitution and irprovisation. FRaturally, this dees not mean that
some products or facilities are not vastly more critical then othera bub
it is an sssertion of the fact that there are so many vit,any important
things to naster that our effort must necessarily be a broad ane,

Baglc or cosprehensive rescarch could not, however, be set on a
poadastal while 211 Jther ORR oblipations were ignored, The Mreslin would
act atand stlll for two years and our policy mekers had urgent questions
in the economic sphere to be mnswered, however unsetisfectorily. Thus
& compromige was negessayy betweon our spot requirements and our long~term
ovarall mission, The resolubion of this difficulty was to establish a
propram that started with a comprehensive taking-of-inventory of currently
acgessabld date, malking the best possible genaral estimate or approximation
from it and abssz‘?in{; and defining the most perioua gaps, Fx"om this point
& program of [illing the wost significant of these gaps wee initisted
{106 specific high priority projects) to be followed after severgl months

i
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by another genersl inventory, Apterwards the cycle would be repeated,

By thiz method 1% is hoped that a series of successively refined approxd-~
mations to Soviet economic eapabilities can lead us tomard, if not to,

& roal sppreclation of the Crbitte potential.

6, OROANTZATION, Who does this work and how are they crganized?
Pirst, let's look at the team as & whole, Becessarlly it 1s made up in
large measure of mental high vacuum pumps in order to suck the meocd mman
intelligance sub of our limited screps of information, meny iiems of
#ﬁiﬁh would be utterly unsuggestive Lo an wuntrained person. Hence, the

high ratic of specialisis and professionals to clerical people—-T77%.

%o give accurate stetistics bocause by the time a person becomes a m&liy
valusble intellicence officer he is nocessarily an amalgam of mm than
one discipline. /4 rough lod: at our shop lesc the Geographic and Dasic
Divisiens shows an apportionment ac shosn in tho large ple. (hie is
someniat distorted, howover, by the inclusion of
gpeclallists who tend, becsuse of lingulstic requiremente, bo be mostly
Russien area specislists, lLeaving them out, we f4nd & team of analyats,
L of whom are economists and 257 engineers of one sori or another,
¥ow turning briefly to the structure of the Office, here is our
curront scheme of orgemizetion., Fyperience has indicated iz the need
for some regroupings, btut a yesr's trisl hes proved it essentially sound,
The office fuwnctions through its headquarters and thwee stalf groups
{Administretive Staff, Requirvements and Control, and Reports) and 8
producing divicions:
Basio

Geopraphio _
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Hateriale
Industrial
Beonomic Services
Econanic Anslyels
- Techniqws and Methods

Basic Intellipence Division is concerned with editorial guidance
aud the preparetion of the sections of the KiSts, finsl editing end the
various steges of publication of these surveys as pard of ORHB eomaon
concern functions, |

Gmographic Division is an inter-departmentel msp and peographic
intelligence facility constructing meps, supporting CIA fleld operatians,
and procuring and mainteining a working reference collection cm fbreign
maps and atlasses and rolated materdal, It iz slso called upon to render
specialired anmlyses thet tie directly inte mejor mmestions of Soviet
capebilitics, |

Haterisle Division is primarily concerned with rew materiale and
basic somnoditier, including rates of production, mackpmng, location
of resources, rescrves, processing facilities and requirements for produc~—

tien and coneuwnpbion,

The Industrial Division deels with manufactured products, mosily
dureble poods, capltal goods and concerns itself with methods of produciion
and manufacburing structurs in penorsl,

The Services Divieion doals eseentially with the intangible pocds
of an sconagy--the sgoential aﬁcdnclazy industries without which there
sould be no effective utilization of the others. |
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The Eoonouic Anslysie Division is somewhat of 2 hodpepodge and rather
more & staff than & production brénch, In it are lecated those concerned
with 'bhe cperational aspects of econamic intelliﬁame guch &5 etononic war-
fare and export control, az well as the seciion concernpod with the uliimate
svaluation of the work of the other branches,

25X1B4d Techniques and Methods Division, though presently emell, has magnificent

25X1B4d
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Ts Tuming now to the flow of work and our metheds of handling it,
note the next two charts, Ye are, ae you see, both & service organizg~
tion answerdng demands mede upon us and one with internal self-generation
in approximately the portion shcmn gt the present time, We would
neturally like someday to adjust the balance somewhat more in favor of
our basic rogesrch, and this mey well be possible as we build the latter
up and thue become capable of responding to external demands merely by
extracting and collating intelligence already salted away,

The overall schematlc flow is shown on this chart, On the left we
have those from whan we roceive outside requirsmenis, people we know
affectionately as "olamorous customers", a phrase the srephics man cen~
sored from the chart., These requests vary, of course, from the shori,
sweot, and simple to the laying on of vast projects underlying some laagé
range extensive estimate. Yo have to be geared to handle both and tailor
the product to 2 customeris needs. This we try to do Yy careful planning,
stalf mup‘arviaion,' flexible collsboration between our branches, and care-
ful edit snd roview, AL the same time, a substantisl portion of our
affort is devoted to projects that have been born within the 0ffice,

Some of these are brain children of the top of the pyramdd but the ones

we are proudest of are those conceived and promoted by the working snalyst.
All of these are submitted to a Project Review Board on which sit all
division chiefs and principal steff membors and if justified in terms of
expected result and available effort become officisl Agengy projects
lsading to publications. We strongly belleve that the sncourapement of
thie kind of initiative is vital o the morale and effectivenses of our

orgenization,

Our procducts range from compendious tomes of the WIS varlsty through
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mediun lengthy surveys of particular industries, meh as the R‘mm and
satellite slectron tube industry, to smaller spot jobs devoted to a single
plant or technique.

poordination and the Economic Intellipence Comuittee-~largely the
rosult of the inttistive teken by my predecessar, Dr. Milliksn, the ZIC
was esteblished pursuant to NSCID 15 to bring together on an affestive
working level basi_s 221 the resources of IAC Agencies desling with

sconomic probloms and slso those of other agenciea on an ad hoc basis,
This committes is chaired by the AD and ORR provides the executive secre~
tariat for the committee., As you can soe, much of the work of the
camrtioe is carried on by commodity and functional subcommittees whioh,
in turn, are provided with a secretariat by the appropriate branch of CRR,
Bince its orgenizatlon, this Conmittee has prepared scores of papers

r 25X1X7
' ranging from a study of ehellac requirvements for the free world to the

preparatian of an ovastive sty [

-an Tyade Controle in China,
In conclusion, I would stress that ORR &s & whole, ite subdivisions,

25X1X7

and 811 ite individusl researchers in discharging their responsibilities
are guided by the following:

First, they must bulld up through continuing basic researsh the solid
pPourdation of foreign economic intelligence required for assessing cipa~
bilities, vulnerabilities, and intentions.

Second, they must mest the emmci for continued intellipence support
by other 0ffices of CIA for estimatee, operations, policy formation.

Third, they must contdruously review the impsct on natiensl security
#f gurrent egononlc developments, and

Fourth, they must serve as a focal polnt for &1l foreign economic
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reeponsibility. This means not aﬂl& kﬁé’cﬁ.ng what i&'bniag dane, but
assessing the adequacy of 1%, avolding duplication amd taking s'bﬁw to
£33 volde, _

I believe we are on the right track, but know that we have & long
way to go befare we aan, with any degree of composura, assert that the
swply of our emmditymmcumte econgisic intelliigenco--is @qua& to the
demand that our national aemm.fy creates for it.
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